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. Impertance of Czechoslovak Forelgn Tradg and Need of Imports

1.

25X1
25X1
3.

25X1
25X1

Poreign Trade is practically the only way feor Czéchkeslovakla
to obtain scarce raw materials and finished products. Raw
materials which the Czech Goveramwent is trying to get from the
Wést are: copper, nickel, tim, oil, lromn ore, aluminum and
rubber, Manufactured goods most urgently needed Include

" spare parts for various machinery obtained from the US during
- the early postwar years, speeial drllls, machine tools, presses,
_ecommunications equipment, medicaments (streptomycin, auree-

mycine), automatic mining machinery, low current electriecal
egquipment and rubber hoses. It is very unlikely that these
materials are being stockpiled, for several plants had even
before serious difficulties imn mainteining production
because of raw materials shortages. Seme efforts were made
teo alleviate this disastrous situation and to replace the
lacking US raw materials and parts with those imported from
the USSR. The final results were poor sinee the Czechoslovak.
industry in general uses differemt grades and kinds of
material from those available from the USSR; fer example,
Czech textile industry machinery is suitable only for western
types of cotton and wool and substituted Soviet cotton and
wool have considerably complicated production.

.The government's inabllity to obtaln sufficlent amounts of
“serap metals from the West has resulted in concerted drives.

to collect scrap metals from all pessible sources, This
action has been adequately orgamized and heavy penalties

are envisaged for agencies and individuals who fall to.
comply with provisions of this directlve. Iocal and internal
Communlst Party organizations in various enterprises are
responsible for fulfilling the scrap metal colleetion pro-
gram. Even school children have %o colleet and deliver every

‘month & certain amount of serap metal.

lkhe shortages of raw materials have [ |

!been B0 acute that production in eertain plants
a8 :

hi ¢ be completely stopped. |
‘plenty of rumors to the effeet that &s & result ol such

shortages the entire production im Czechoslovakia has been
seriously hampered. :

gove ent Trade Policy

xg;':

‘SincetFebrnary 19#8 there have been two distinct periods
-in U3-Czechoslovak trade relations, characterized by

quite different pelicies. The first period lasted until
late 1949, and the second until 1950, The actual peliey
maker during the first period was Evzen Loebl, the Deputy

‘Minister of Foreign Trade who was practically the head and

the brain of his ministry until his arrest. The general .

directive at that time was to expand mutual trade with'

the US in all possible ways. During this period the ©US

market had the first priority, sometimes even over the

25X1 | | LoebI during his visits to the US in 1949 | ,
) [ ]

25X1
25X1

25X1

JS3R market. |

Tresse e importance of the US for the.Czech econowmy,
advising the staff noet to engage in political matters but to

‘devote their entire time to commercial aectivitiss aimed at the

strengthening and developmentiof mutual trade relations, He
made 1t clear that some people in Prague did not agree with.
this poliey. At that time|E:::::]no informatlion as to what

wae going on in Prague and did not know thit shertly theree
after Loebl's opposition to the poliey of complete ecomomic sur-
render to the USSR would result in his arrest. .

25X1
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The ‘second period was characterized by the géneral diréétive
to get from the US as much goods as possible, regardless of

~the volume of Czech exports to the US. However, thio

decision was made too late., At the time | | the -
US lleensing policy was already in effect, and nothing ;
could be done. | |ne individual or . '

organization in the US or elsewhere had the support or - i
help of the Czech Commercial Mission in evading trade S
eontrols. | [there have heen some cases of this:
nature but They have been initiated and realized without

the knowledge of [ |commercial mission. Presumably such
transactions have been carried on outside the U3 and were
not known te our people in the US. i

Prior to the expiration of the Czechoslovak-West Germany
‘trade treaty in 1950, West Germany was of great economlc
importance to Czechoslovakia; and although the Czech govern-
ment was not dependent upon Western Germany's trade to keep
its economy functioning, this trade was still very signifi-
cant, Even now, (August 1951), trade relations with West '
@Germany are extremely prefitable for the Czechoslovak Govern-
ment., Were they not, political differences, would require
severance of such relatiens. ’

no knowledge of any secret directive issued in 1950
to the deputy ministers and departments heads in the Ministry
of Forelgn Trade which stated that beginning 1 Jan 51, the
Government would implement a policy designed to achieve
independence from trade with countries outside of the Soviet
orbit., However, | |at an all-ministry plenary
meeting of the Communist Party in the Minlstry of Foreign
Trade in fall of 1950 when Minister Dr Gregor spoke con-
cerning Czechoslovak foreign trade policy. He emphasized
that,as a primary political task,it was necessary for the
national economy to achieve independence from trade with the
West. This was and still 1s the main objective of Czechos-
lovak foreign trade, -

~ Foreign érﬁde Companies

8.

As of August 1951, no national corporations as such had C
been oreated in Czechoslovakia to conduct foreign trade. The
original forelgn trade companies were established by govern-~
ment decree in 1948, Their legal structure was determined

&t the time when there was considerable trade between _
Czechoslovakia and the West, It was the intention of their

. ereatdr, Evzen Loebl, to obtain for the Czechoslovak forelgn

THM ]
i

:{"4\

trade companies a status which would be most acceptable to
the West., Loebl feared that if the foreign trede companies

.were nationsl corporations, western businessmen would con-
8lder them stiff bureaucratic state agencies. Losehl aucoeeded,l

and the companies obtained a status similar to that of an .
average business Joint atock company, with a certain number
of shareholders and & board of directors. The 3State
officially had nothing to do with their internal administra-
tion. All shares, however, were actually owned by the
Natlonal Bank of Czechoslovakia,

In the full sense of this term, national corporatlons were
established in Czechoslovakia in the flelds of production,
distribution of output, and services., Foreign trade, however,
was always completely separated from production and from
1@§q:ng;_diatvibution of gooda. Actually, &t the present

25X1
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time there is little difference between a foreign trade

‘company and &4 national corporation. Yet, in 1948-49 it

was considered important to make between them a strict
distinction. And although it is no longer necessary

to pretend that the foreign trade companies are not direct
instruments of the government,; their original organization
and status have remainediunidhanged.

The exact names and addresses of all forelign trade companlies
are stated in various publications of the Czechoslovak
Chamber of Commerce in Prague, a8 vell as in the bi-monthly
English-language periodical "Czechoslovak Exporter”. Much
useful information concerning the foreign trade com%anies
can aise be obtained from the bi-weekly periodical "Forelign
Trade® (‘Zahranicni Obchod), published by the Ministry of
Foreign Trade. This periodical can be obtained 1n all
better bookstores in Czechoslovakia. .

The main Czechoslovak foreign trade companies transacting
large-scale business with the US, are Centrotex; Glass-
export, Hops-Malt, Centrokomlse, and Kovo. Glassexport,

Fovo and Gentrotex have been egpecially significant in _
Czechoslovak-US trade in handling the bulk of goods exported
te the US. Another company, Merkuria, handles many types
of goods on an exclusively barter basis. Since the US
market is net accustomed to this type of commercial trans-
actions, Merkuria‘'s activities in the US have been quite
negligible,

»

Bvzen Loebhl attempted to convince the Minidter of Foreign
Trade to liquidate foreign trade companies abroad. He
advanced several reasons., First, the companies were supposedly
unable to conduct activities of first-class trading firms
and in many instances lacked sufficient working capital,
adequately trained and skilled personnel,and organizational
techniques which any well-kmown domestic corporation would
norumally have, He considered it more advantageous for the
State to obtain the services of an established, reputable
and experienced foreign company to act as a sole importer
or distributor, rather than use some inexperienced Czeche..

Uiy firms, In addition to this, 1t was believed that this

way would be less expensive, even when forelgn importers

and ezxporters were operatimng on a comparatively high prefit
margin, Furthermore, considerable difficulties were en-
gountered in attempting to build up and strengthen the new
nationallzed forelgn trade organizati@ns,?the monepoly !
c@mpanisst in Czechoslovakia., Even the older, prewar Czechod:

il foreign trade companies, later natlonalized, were

eventually liquidated. Mozt of the forelgn establishments
had been owned by the Skbda Works and the Czechoslovak Metal
Industry, or by Kotva, the import-export organization of the
Babta Works. The Skoda and Czechoslovak Metal Industry offices
abroad were called Omnipol and had been established in many
countries. In the US this office was called the Overseas
Mercantile Company and was Jocated in New York City;ﬁ
In 1950 the Ministry of Foreign Trade issued a confidential
directive ordering the monopoly companies and heads of the
regicnal desks in the ministry to terminate all agreements
with forelgn commercial representatives of Czech and Slovak
origin born in Czechoslovakia. The purpose of this directive
KT

] 25><1
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was to eliminate il thoae representatives who had left
Czechoslovakia prior to April 1950. Another group to be
eliminated subseguently included those representatives and
agents who emigrated From the satellite coumtries. Exceptions
to this directive are very rare and may be obtained only
through the approval of the Minister or his Deputy after a
thorough investigation of the case, This measure has
adversely affected Czechoslovak forelgn trade with the West
because the great majority of the import-export agents used
by the Czechoslovak Government fell into these categories,

In the past, two types of Czechoslovak forelgn trade agencies
have been withdrawn from the West. These included trade
agencies or companies which were owned and operated by
Czechoslovak domestic agencies, and representatives and
agencies abroad operated by individuals of Czechoslovak
origin who have legally or illegally emigrated from Czechos-
lovakia, : )

14, Late in summer of 1950 the Ministry of Foreign Trade

officials had worked out plans for the establishment of
Torgpred, & Czechoslovak foreign trade organizatlion. The
name of the organization 1s derived Trom the abbreviations of
two Russilan words "Tor§oveye Predstavitelstvo', meanlng
"mrade Representation), In the US Torgpred was to have had
the mame functions as Soviet Amtorg. However, the final
plans for 1ts establishment were delayed due to the
difficulties entailed in obtaining residence visas for
reliable Communist employes who were to work in the western
countries, and in finding sufflcient personnel considered
trustworthy enough to earry out these duties, The decreasing
volume of the trade with the West was also an important

25X1 factor in delaying the realization of plans for the establish-
ment of this orgeanization.

25X1 |

15. The Ministry of Fereign Trade has no great @difficulty in
keeplng 1ts accounts aslnce all foreign trade is channeled
exclusively through monopoly compenies, The required
atatistical data can be obtained from the various commodity
departments of the monopoly companies by the Statistical
Desk of the Planning Department; First Section of the
Ministry of Foreign Trade, and compiled rather easily. The
officlal statistics are prepared by the State Statistical
Bureau, & branch of the State Central Bureau for Planning.

16. The Ministry of Foreign Trade has no direct role in handling
foreign financial transactions. They are handled by a speclal
department of the State Bank, with all payments made via
letters of oredit. The State Bank reports balances of all
currencies daily to the Ministry of Finance and the Minlstry
of Forelgn Trade.

“Plgnningﬁof Forelgn Trade

17. The planning of forelgn trade in Czechoslovakis is done in
the following way. The State Planning Bureau prepares the
general production and consumption plan according to pro-
duction capacity, available manpower, domestie raw materials,
etc. On the basis of this plan the same bureau@etermines the
needs in imported raw materials, finished preducts, and sopsarer

S i s o L
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goods, and sends this estimate through its Foreign Trade
Seetion),headed by Dr Sindelar, to the Minlstry of Foreign
Trade. ~ The ministry then prepares a detalled plan with the
breakdown on various regions., Participating in preparation
of this plan are the Planning Pepartment of the Ministry of
Foreign Trade, heads of territorial departments, representa-
tives of various foreign trade companies and of the foreign
department of the State Bank. Since the subjects involved are
very complicated, these conferences are extremely exhausting
and the participants work in 16-hour . shiftx ;for many days.
When a plan finally is prepared and all sgatistical data
obtalned, a breakdown 1s made on various regions according
to existing needs and requirements. This detailed plan 1is
accompanied by a counter-plan for export requirements to
permit provisions to be made for sufficient foreign exchangs
currency to pay for imports, plus some requirements of the
State Bank, for payments of various international obliga-
tioris, maintenance of diplomatic offices, etc. The export
plan is prepared in compliance with the prevailing export
policy determined by the State. In the lateazt perled the
requirement was, for instance, to export as far as pos-
sible goods manufactured solely from domestic raw materials.
Needless to say, offers and requirements of the USSR and
satellite countries are taken into consideration and satlsfied
as much as possible.

As far as 1t deals with the West, the planning is sometimes
strongly influenced by various fluctuations on the western
markets, new fashions, etc, involving amendments in prepared
plans with respect to envisaged commodities or a different
territorial distribution plan. Such amendments are to be
approved by the Territorial Department of the Foreign Trade
Ministry, by the State Planning Bureau and the State Bank.
Foreign Trade plans for countries with a planned economy are
prepared in rough figures for a longest posgibie periocd of
time, and the mutual requirements are usually adjuated once
a year, .

Although as a result of the elimination of profiteering in a
planned nationalized foreign trade, the adequately organized
agencies for forelgn trade have conslderable advantage in
competition with smaller and profit-seeking western t¥aders,
the insufficient flexibility of the entire state-dominated
organization and the general mismanagement nullify all
mengioned advantages of ;the nationalized Czechoslovak foreign
trade,

Anong “Czechosldvak ~ sxports, ghiphénts to B® ﬁssa v £l e
priority. In this respect even consumer geods badly needed
on domestic markets are shipped to the USSR in a compilete

disregard for Czechoslovakia's own needs. |
25X1 | |the confusion and enormous efforts of the ministry

25X1

when some export item earmarked for the USSR was short, or
plants manufacturing export goods for the USSR urged import
of some spare parts in order to fulfill the export production
guota. Suéh requirements always received top priority, and
everything else had to be put aside and all efforts con-
centrated to solve the export problems to the USSR. This
policy was, of course, detrimental to production and foreign
trade as a whole.

é? -- | SECRET' 25X1 | $EG§?E]’
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There sre stili many noh-Communists in the St@te Planning
Bureau, but these individuals ogoupy minor pesitions i
departments not direetly concerned with plamning in
gensitive fields., Otherwise the State Planning Bureau, or
at least the majority of its departments, operates under the
same strict security riales as the Ministry of National
Security and the Ministry of National Defense. :

Polidy in Prieing Cuechosmlevik Importe into US,

22,
25X1
25X1

23.

A special policy was sppiied in prieinm . Czechoslovak
exports to the US, Here, however,
[::f;;a genera) idet of normai methods used In pricing g
on Iree marke$s., The pollcy generally applied to the free
markets eould be charmcterired briefly: ¢o sell and buy
within the limits of She foreign srade plan for the best

world priced, TUnder such = polisy the profits are not
declisive, and semetimes play no role ag all. This is true

in cases where hard currency is obtained for goods menufactured
from domestic raw materisls and with domestic manpower. In
Czechoslovak exports, for instance, such & place is held by
glassware, With these commpdities production costs in Czech
crowns are given almost no consideration in the Czech forelgn
trade policy. e

Until the end of 1949, 1 e at the time when Czechs still
believed they would be able ©o buy ' some "herd" %ocds im

the U3 or .fA: other ¢ wesitmrMuacouabries'rfor dollawzs, the pik-
vailing Czechoslovak policy for the US market was to sell

as much as possible, The Foreign Trade Minilstry insisted

on sales to the g3 even when better prices could be

obtained for the same commodities on some other markets.

This was followed by & period of so-called "restrieted"
exports to the US, 1 e exports limited to the extent necessary
to obtein sufficient dollars for comparatively small pur-
chasee on US markets and for the fulfillment of varicus
international obligations. This perlod lasted untll epring,
1951, when Prague beoame convinced that as a result of the
sold war and arrest of Mr Oatis,trade relations would resch
& standstill. The motto during this period was to sell to
the U3 as much ue aanﬁiblu regardlass of price. This was &
real "export drive" caused by fear that trade would be cub
off, Yet, ainoe the time the Cwechs oxperienced difflculties
due to the anti-dumping iaw, with their exports of hats and

’ shoes, they have been more oarefwl.
g;:::f:::] he following articles were exported to the UB _
25X1 in the

25X1

riod 1548-1950, wish a loas in Oseoh orowns:
chocolate and chocolate zroﬂuutsﬂa:portod by, Centpnkomise
Prague (here the calculation even in hard ourrency brought

s loss for Czech trade, sinoce & large part of raw materials
was bou for dollar instruments because of the anability of
the State planning agencies to get these raw materials else-
where)., The same happened to some woolen and eotten
textilea, Scme types of glapgware and motoreycles have

been sold with no prefit at sil. The doller inatrumente
obtained in trade with the U8 were wped malnly for payments
of purchases on the US markets, at the prewent time very
1imited, on eventual "blAck markets’ - mostly isiVienna,
Austria. , for the garsﬂnma ef various internutional obllga~-
tions, for diplomatio representations, and for the pur:hanes
of British pounds, whieh is the main hard surrenpy in Grschow
slovakie at the present Hime.. ..

25X1
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2h. As & rule Foreign Trade Ministry officials do not know pro-
duction costs of export goods since production iz nmompletely
separated from the trade. | | many complaintsz

25X11 lconnected with production,

25X1 Prices paid by forelgn trade companies to production enter-
prises for export goods do not represent actual preductlon
costs, but are determined, as are &ll other transactions
between these two types of natiomal corporatlons, on the
basis of some very complicated keys.

25, In view of the imminent withdrawal of "Most Favored Nation"
treatment under GATT, the Czechoslovak export policy 18 to
hurry with sales before the termination of GATT. This

- directive was given in early 1951, when relations with the U3
became worse. It remains to be seen whether the Czechoslovak
export organization will be flexible enough to accomplish
anything in the few remaining menths. After GATT takes

25X1 effeet,T::::::;:]the Czechoslovak Government will contine 1ts

25X1 efforts to trade with the US, and to go on with the exports.
Some steps to this effect were already taken |
in August 1951. PFuture exports would be restricted To very
few items (originally there were hundreds of them): glassware
(these goods can be sold at lower prices since except for
insignificant quantities of Austrian borax, they are manu-
factured entirely from domestic raw materials), some types of

25X1 textiles, 1ike linen manufactured from domestic or Polish

25X1 flax, artificilal silkg hopi; a:me c?emic&%s, ;tc& [;::::::;::]
however, | [the Ministry of Foreign Trade does no
25X1 ;n;en; to "go ;10W3’1n the certifying of consular involces.

26. It can be expected that in order to evade the US anti-
dumping law, the Ministry of Forelgn Trade will offer the old
goods under new names and under new commercial markings
to deceive responsible US authorities and make them belleve
that these goods, exported under much lower prices to over-
come higher tariffs in effect after the GATT!s termination,
are entirely different from those exported previously.

This would apply mainly to the glassware, where even some
typical Czech designs will be changed. The Tariff Department
of the Forelgn Trade Ministry believes, however, that it would
be difficult and very complicated for the US authoritles to
enforce anti-dumping laws and not hurt at the same time

25X1 eiports of some Western European countries. |
in order to obtain dollars, the Czech Government will try to
maintain some trade with the US, limiting it to a rather
small number of goods. The changes which regently took place
in the Communist Party (the removal of Rudolf Slansky, the

. enee all-powerful General Secretary of the Communist Party and
the rise to power of Gottwald‘'s group), could be interpreted
also as a desire to increase the trade with the US. The
Gottwald group, with its Oxford-trained personalities like
Pr Goldmann. andiwludwik Fnejka} *4he chief @ooromis edvisoy of
Gottwald; can be considered as economy-minded, whereas Slansky's

y - atresuing only ¢howkht af pelitical ampsetsn bl trafs, anl hisd m
complete disregard for economic damages. Even if the Trade
Ministry abstained from all purchases on tle AiSx markes, ine
Government would still need several millions of dollars
annually ° for)r-other : -puyfpoges. Cve =T doubdbs that P
the USSR is giving or will give dollare to the Czechoslovalk

25X1 government .| . keep a close

eye on Czech exports ol glasswar ter the terming-
tion of GAT?. The (CzZechs will probably try te do some
more business with other free dollars markets, like Cubda,

ISR o
TReTT O R T,
25X1
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Canada, etc. However, with the pqofLSéﬁ;u of ‘the Foreign
25X1 Trade Ministry and foreign trade companies doubt vhey
can achieve much success.. P R

Effect of US Policy of Frozen West Imports“iﬁtm~0%édhoalovak1a

and Losses Iﬁfiietea'ugen 1ts»Eeeno§go
1|

27, The Czechoslovak economy ..’ suffered seve losses when

25X1 imports for its heavy industries from the US were frozen.
Ameng other comsequences this has resulted in the blocked

25X1 delivery of a complete sfeel mill ordered in the US in
1946-47, the synthetic rubber plant for enterprise Matador
in Bratislava, and some mining equipment. 1% 1is extremely
difficult to trace the exported product to its ultimate

25X1 consumer, but | |Czechoslovakia may presently
attempt to import from the US small quantities of commeodities
over which 1t is difficult to maintain export controls. Such
commodities will primarily be: tubes for communiscation
equipment, precision instruments, chemical and pharmaceutical
materials, and technical literaturs, e

28, The countermeasures to alleviate the losses caused by US
. export controls were mostly dered and very few
25X1 realized in 1949 and 1950, however,
the present organization of the Ministry of Foreign Trade
25x1 and other foreign trade agencles does not leave any hope
25X1 that they will find ways to evade the effects of US export
control. Of course, they would be happy if they gould do s0.

25X1. But | i ‘
' the illegal trade has almost disappearec during

25X1 the last months.

25X1 Anyway, if there is
any considerable 1llegal trade, The territorial departiments
25X1 4in the ministry know nothing of 1t. The ministry 1is
trying very hard to get as much of needed materials as _
nossible in & legal way, by -concludidg: Ve e YRl sgresmrndi .

25X1
25X1

25X1

25X1 Almost all meterial prought to Czechoslovakla illegally was
offered by some profit-seeking individuals abroad, and the
actual deliveries did not orglnate from and were not prepared
by the Ministry of Foreign Trade or other Czechoslovak

25X1 officlal agencies. : i _

30.
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31. Various leading officilals im the Ministry of Foreign Trade
bPelieved that the Five Year Plan was prepared under the
assumption that it would still be posaible to import all
necessary ravw materials from the West. The rapld deferleration
of trade relations with the West was agparently not anti-
cipated; if it was expested at all, nobody thought ¥ Weuild
happen in such & short time, In 1949, prior to the arrest
ef Bvzen Loekl, extemsive preparations were made by the
Miniast of Foreign Trade Yo inecrease the trade with the
West, the U8 in partieular. |

-25X1
25X1
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34, |

|there is not much chance that these activities

' have been continued. Illegal trade transactions are always

- 25X1

dangerous, and the executives of monopoly compénies, afrald .
usvally to assume more redponsibility than is absolutely
necessary, would not risk their appreers engaging in illegal
transactions unless directly ordered to do 80 by their
superiors. never heard that the Ministry of Poreign Trade
has ever planned or carried out any 1llegal trade trans-
actions, An analysis of the .official trade statistics be-
tween the United Kingdom, France, Sweden and other European
countries on one side and Czechoslovakia on the other will
show a considerable volume of legal trade even in strategic
materials blocked by the US many months ago. The most
common method used to obtain strategic materials and goods
from the West, is by maintaining normal trade relations with
Western Ruropean countries. Illegal imports of raw ,
materials, machinery and equipment from these countries are
not extensive since there are still suffiocient legal channels

' to import these items,
Procurement of Hard Currency

35.

Czeshoslovakis obtains hard ourrency mainly dy the sale of
domestic gold, by favorable bslances of trade with the hard
anrronez nounériua, and finelly through various finaneilal
transactions, The gold used in the sale is primaril
obtained from private domestio ressrves through the Darex
organizationyused as an instrument to induce the population
to deliver their rings, earrings, bracelets, ete in exchange

-for moarce goods on domestio markets. The gold 1s

exohanged for Darex coupons which can be used to purchase

_ these rare articles at & "favorable" price. Another source

of gold is rumered to be " thd *USIRs ‘- It im }possible’. shat
some gold was given to Ogechoslovakia DY the! UBSR #af¥ar *World
War II when the US and other Western European countrles
began to ocurteil their exports to the USBR. In this way
Czechoslovakia will stillibe able to purchase essential goods
with the Soviet and domestic gold. On-the other hand, due

to restrietions imposed by the West on exports, the need for
hard ourrenoy is not as oritieal as it was before. In recent
months there has been a shortage only in British pounds.
During the past years oonsiderable amounts of forelign -
surrency were received through export of automobiles to Western
European countries., In 1950-51, however, this export uas
declined sharply since the oustomers are mot sonfident they
will be ablie in the future te get spare parts for these cars

"

25X1
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and do not believe the Czechs would go with aubomobile.
export to the West for any considerable length of time.
Atiother reason fér the decline in this trade 1s the delay
inh delivery terms the customers had experiensed in the
past. Exported are usually passenger cars Skeda-1200,
‘and few Tatraplans. \:;Lﬁé"*en;’ct infermation as to Wha
number of exported ¢ars, put the figures can bé found

in official statistics of import eountries: Austria,
Sweden, Switzerland and Benelux countries, Imports were

Jegal, considerable profits im hard currency d¢ame friom
various financial transactions and-spgculations conducted by
the Zivnostenska Banka .(vwhich, wnti] 1950, bad branches io Rew York,
Londen, and Paris) with tlle approval of (Czechoslova ‘
National -Bank Dr Zikmund Koneeny, fernﬂr'head-and‘di'gexégh
@a -

s I ‘

of the forelgn department of ‘the new State Bank, menti
such transactions during his yisit to the Consulate in
New York in 1949,  The center of these cperations was
Paris. In the period when-€zéchoslovakia could =41ill gev.
{mports from ths US, there were persistent rumers that the
USSR was supplying doellars. It is aetually posslble that
in 1948-49 such eredits were indeed recelved. Yet, at
the entire -hard currency in my.opinion 1s

the present tlme, r

gave slightly higher figures

U3 statistlice concerning US'a:%q;t trade to Czechoslovakla
than those given by the _
Czechoslovak Government. Sometimes the Us statistics showed
exparts to Czechoslovakia which we could not find in Czech
statisties. They mentioned, for example, during several
months in 1949-50, exporte of tobacco and tobageo products
to Czechoslovakia, smounting menthly te several hundred
thousand dollars. such exXports were
never ordered by the Ministry of Foreign Trade and con-

sequently never reached Czechoslovakia. |

[Phe volume of trade with the Soviet

Union and its satellites was a carefully guarded secret.

however, [ lany published figures regarding this

rade would be pure fabricatiens intended to serve Communist
propaganda ; ' ' - .
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Blocked US Equipment for Construction of Synthetic Rubber Plant

in Bratislgva and some SEeeI-ﬁillsf

) 39 o

25X1
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ho.

The edquipment for construction of a synthetiec ratber plact in
Bratislava was orderéd in the US several yéars ago and
eventually blocked by US authorities, This has caused a

long delay in the expansion of production of the Matador
National Corporadtion in Bratislava for which this equipment
was ordered. The problem of this equipment is handled to-
gether with some other industrial equipment blocked by the US,
namely some steel-mill machinery. |

—For

the liquidation of this and other assets, there were two
special advisors Sert from Prague in the summer of 1951 to the
Czechoslovak Embasgy in Washington. The equipment for rubber
plant Matador in Bratislava is being now completed by
Brnenske Strojirenske Zavody Klementa Gottwalda in Brno.

The blocked steel-mill ordered by the Czechoslovak Govern-
ment in 1946-47 18 now being built according to blueprints of
the blocked equipment. | |
these blueprints, together with the detalled technlcal .
description, were sold to Czechoslovakia for US $150 thousand.

There could be today about US $12 - 15 million value of
ordéered and prepaid equipment and machinery for €zechoslovakie,
blocked in the US.

Decentralizatlion of the.Czechoslovak'Textile Industry and Fofeig&

Trade in TExt;;es. B

alb

Czechoslovak textile industries were mostly inherited in
1918 from the Austro-Hungarian Empire., Very few were

. modernized later and equipped with modern machinery. - Except
‘for flax, the textile industry used imported raw materials

and the finished producte were mostly exported. The largest
number of textlle plants were located in the Sudetenland.
Expulsion of some three million inhabitants after the end of
the last war caused a great shortage of manpower in this
particular region, affecting especially coal mines and

~textile plants.,
4o, .

When the Two and later the Five Year Plans went lnto effect,
with the emphasis put on the development of heavy industry,
and when the Czechoslovak economy recelved the general
directive to "eliminate the dependence of national economy

on western marketa", 1t became clear that the textile e
industry was facing ite black period. Smaller textile enter~
prises taken away and "confiscated” from ethnic Germans were
not included in . the newly organlzed natlonal textile cor-
porations, but were simply liguidated., The equipment of such
plants was elther  wcrapped or . sold :abrdad.. Some of the
machinery, however, was overhauled and moved withfn the
"industrialization program® of Slovaklia; to the eastern paris
of Czechoslovakia. In the first days of Jewish mase :
emigration to Palestine some permissions were even grénted to
Jewish owners to take such machinery along, as long ag it
belonged to them before the war. Before the real rearmament
program went into effect and the old equipment was not used

as scrap metal, the confiseated textile machinery was axported
and sold to Israel, Turkey, India, and even 1o  sdime South '
Ameriean countries. ~ '
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43, In 1950 and 1951, the textile industry underwent another re-
organization, and the large natlonal corporations we split
into smaller combines consisting of two to three plants .,

LY. With the restriction of imports from the Weat, the Czechosiovak
téxtile industry has encounted serious difficulties in pro-
duction. Raw materials received from the USSR and ciher
satellite countries were not only lnsufficient, but also

25X1 inadeqguate for Czechoslovak machinery. | |

jmany ceomplaints from US importers

25X1 &bout delays in delivery of contracted textlles ffrom Czech-
oslovakia, and ever deteriorating quality of export textiles.
This was caused not only by mismanagement and unskilled
labor, but mainly by‘the'poor quality of raw materials.

[Toriginally Czeshoslovak export of texbtiles
Wwas maintained practieally all over the world, bub recently
the extent of trade was slashed sharply due to the re-
organization of textile production. In the future the textlle
industry has to satisfy only demands of domestic markets and
25X1 to make some deliveries to the USSR and satellite countries,
o5x1 This is the governmental policy [ lhowever, [__]at
least for a certain time the Czechs will sentinue to export
some textiles to the West, especially the linens made from
domestic or Polish flax. ' o

46, A1l exports of textiles and imports of raw materials for thelr
production 1s done exclusively by Centrotex Co, Prague., The
general manager of this company is Ing Frantisek Adamek, form-
erly a Czech National Socialist., It is strange that despite
his black political record he has held this position since
‘the establishment of Centrotex, while almost all of his

 colleagues, managers of other foreign trade companies, were in
the meant.me arrested or fired. His deputy, Mr Kallna, who
was considered a strong party man in Centrotex, was
arrested together with Evzen Loebl, Deputy Minister of Foreign
Trade, Adamek and Kalina have visited the US several times.
The man'of pragtical knowledge and great experience in world

- marketing today is Mr Vilem Havelka who, as the western manager
and special representative of Centrotex, resided in New )
York until January 1950. From there he made frequent trips to
South America, and in the period 1946-48 went several times
around the globe in Centrotex service. It could be stated that
was due only to +the ertracrdinary ability of this man that Centrotex
wag making an annual profit in the U3 amounting to

8310 . thousand,

25X1
25X1
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47, Until recently Centrotex had its own representation in
Kew York for the US and Canada. This was the Alltex Inec,

" 1oeated in William St, NYC., The Alltex did not conduct
any business activity on 1ts own account, nor in 1ts own
name. It solely supervised activities of representatives,
asasisted in selection of new representatives, In settlement
of claims, and kept the Centrotex informed about prevalling

N conditions on the markets, designa, fashions etc, President
" of this corporation was & certain Mr Jerrie, who at the
" mame time was general représentative for cotton goods . He

" was an extremely hone8t man of Czech-Jewish origin, whose
contract with Ceritrotex was later discontinued in
compliance with the governmental regulation that no Czechr -
_slovak emigrant should hdve, in the future,any part

o5X{1 in . Czechoslovak foreign trade. | |
Mr Jerrie held this office with no salary buf only for refund
of actual expenses but he and his associate, Mr Roberts, had
considerable income on sales of cotton goods. The leading
employee of Alltex in New York was Mr Edward Garba, who
iived until 1948 in Czechoslovakia; Garba was an expert in.
textiles. There was also a Mr M Simak, Czech cltizen, who
returned to his family in Prague late in 1950 or early in
1951; he is working now at the Centrotex in Prague. The
Alltex offices were also frequented by Mr Vilem (William)
Havelka, who was not only the actual head of Alltex, but of
all western activitles of Centrotex,

AB, The main Centrotex exports tp the US were or still are as
follows: cotton goods, linen, hats and berets, woolens, Jjute
~products (coffee bags), artificial flowers, The most de-

‘tailed information sbout customers, prices, etc would be given o

Mr Garba or Jerrie, who knmew everything about the Centrotex

operations in the US and Canada. The entire Centrotex

organization which employed normally about 3000 people in
25X 1 Czechoslovakia, was recently slashed to less than a half.

ko,
25X1

25X1
50. | |in March 1950, some Cuban firms offered

to Centrotex certain quantities of henequen.

25X1 [ |a small trial order was placed by Centrotex, and slInce
25X1 that time[ Jcould not notice any interest of Centrotex !in

25X1 _henequen purchases in Cuba,

25X1

Czechoslovak Trade with the USSR.

‘51‘0'

25X1 [Czechoslovak trade witp the USSR in 1948 was

25X1 represented by 6.25% of the Czechoslovak exports, grain deliv-
eries excluded, | |at the CP meetings,’

25X1 Minister Dr Gregor mentioned several times, that the trade
relagions’ ars oy a "brotherly"”, but also on a strict business
basis. It was teld that generally export and import prices
in this trade are the same as on the world markets, but
actually slightly lower, for they are understocd FOB border

25X1 station Cop. no information pertaining to Czepho-
glovak-Soviet trade relations in statistics;, or generag

25X1 estimates, for these are available oniyv to the Sovist lepart-
ment of the Minietry, or to top Pariy offivers, | |

o5x1 [__]in moat cases even tne shipping documents 40 No, LE&r
any description of 4be waius of shippsd goods,
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‘Czechoslovak

deliveries to the USSR had considerably increased during

the past years, Today Czechoslovakia is delivering to the
USSR even goods for which there was no interest in the USSR
ever before. This applies particularly to the famous ' '
Czech glassware and costume Jewelry stones. In spring, 1951,
the Soviet requested delivery of immitation stones per welght,

_instead of per dozen, as is customary all over the world.

They asked for types and sizes which up to that time had

“been the speclalty for US markets, But the deliveries to the

53.

USSR have first priority and the Czechoslovak economy had
s_uffered great losses on this denl, The pe'ople from Jablonec,
which. is the center of this famous costume Jewelry industry,
came to Prague to the Ministry for help, to save their o
traditional market. There was nobody of. course in the Ministry
to dare to criticize the government export poliey te the USSR,
The same is happening at present to Centrotex which has to
export to the USSR soms of 1ts finest textiles, sént orginally:
solely to US markets. There is sufficlent reason to belileve
that even deliveries of consumer good to the USSR had )
recently considerably increased, It could be saild in general,
that the Czechoslovak deliveries to USSR are fulfilled mairly .
on account of exports going orginally to the West, and on
account of Czechoslovak domestic consumption. g

It 1s believed that among all satellites the Soviets are
interestéed mnatly, from the economic point, in Czechoslovakla,
and, in political respectsin Poland, The reason for it 1s

the industrial potential of Czechosiovakia, and the ample

existing possibilities for "milking" it. The general opinion

among employees of the Ministry of Foreign Trade was that.
the Soviets were trying to level the standard of living In
all satellite countries and to adjust it teo that of .the USSR,

The only country where they are not able to do 80 1is .. :

* East Germany, where the people still have some opportunity -

5k,

25X 1
25X1

to. compare the Western and Eestern standards of. l1living, es-
pecially in Berlin. S o

With respect to industrial pro-

duction and planning, the USSR and CEMA give to the Czeshoslovak
Government only general directives., More strict and detalled
sontrol 1s exercised by the local Communist Party; carrying
out instructions from Moscow. . .

55,
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1s a Soviet trade representative in Prague, but 1t seems to’
be similar to commercial attaches ln some western countries.
The Soviet Trade Office in Prague is not comparable to Amtorg
in the United States; it is actually a commercial department
of the USBR Embassy. The only Soviet organizations trans-
acting business in Czechoslovakla are Aeroflot, Sovetskaya
Kniga (Soviet Bookshop), and the Sovexportkino. Almost all
the personnel in these organizations are Czechs .

;
—-end-
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